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SUB J : INTERNATIONAL STANDBY CREDIT 
REF: LISBON 3196 

1. GOVERNMENT COMMUNIQUE ANNOUNCED THAT ON AUGUST 16 
GOP SIGNED A CONTRACT FOR A STANDBY CREDIT OF DOLS 150 
MILLION WITH A GROUP OF INTERNATIONAL BANKS HEADED 

BY CITICORP INTERNATIONAL BANK AND MORGAN GUARANTY 
TRUST COMPANY. CONTRACT PERIOD RUNS FOR FIVE YEARS, 

DURING FIRST THREE OF WHICH GOP CAN DRAW DOWN CREDIT 
AT WILL. 

2. COMMUNIQUE MINIMIZED THE POSSIBILITY THAT PORTUGAL, 
WHICH HAS STRONG EXCHANGE RESERVES AND A SMALL EXTERNAL 
DEBT. WOULD HAVE TO HAVE RECOURSE TO THE CREDIT. IT 

ALSO EMPHASIZED SIGNING OF LOAN "ESTABLISHES A 
PORTUGUESE PRESENCE IN FOREIGN CAPITAL MARKETS, THUS 
OPENING PERSPECTIVES FOR FUTURE OPERATIONS." 
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3. LEADING MORNING DAILY, DIARIO DE NOTICIAS, GAVE 
FRONT PAGE HEADLINES TO COMMUNIQUE, DESCRIBING 
THE CREDIT AS OF REMARKABLE IMPORTANCE BECAUSE 
IT DEMONSTRATED THAT INTERNATIONAL BANKING HAS 
FAITH BOTH IN THE DEMOCRATIC PROCESS UNFOLDING IN 
PORTUGAL AND IN THE PORTUGUESE ECONOMY. OTHER PAPERS 
ALSO GAVE SIGNING OF CONTRACT FRONT PAGE 
TREATMENT. COMMUNIQUE NOTED THAT CREDIT WAS FIRST LOAN 
NEGOTIATED BY GOP "SINCE THE RESTORATION OF DEMOCRATIC INSTITUTIONS 
IN PORTUGAL." 

4. COMMENT: A. GOP OFFICIALS HAD HOPED THAT PUBLIC 
WOULD SEE CREDIT CONTRACT AS EVIDENCE OF EFFECTIVE 
GOVERNMENT ACTION IN THE ECONOMIC SPHERE. AS FAR AS 
PRESS PLAY IS CONCERNED, THAT HOPE HAS BEEN IN LARGE 
PART REALIZED. 

B. SECRETARY OF STATE OF ECONOMIC PLANNING RECENTLY 
INFORMED US GOP WOULD POSSIBLY DRAW DOWN PART OF 
CREDIT IN LATE 1974 TO MAKE END OF YEAR ACCOUNTS 
LOOK BETTER AND WOULD REPAY CREDIT EARLY IN 1975 SO 
THAT COST OF USING IT WOULD BE MINIMAL. HE 

AND OTHERS IN GOP SEE STANDBY AS VALUABLE MORE FOR 
ATMOSPHERICS THAN AS N ANSWER TO A PRESSING 
ECONOMIC NEED. 

C. EMBASSY WORKED CLOSELY WITH CITIBANK AND MORGAN 
REPRESENTATIVES WHO DEVELOPED CREDIT PROPOSAL. 

SIGNING OF AGREEMENT INDICATES THAT CITIBANK AND 
MORGAN HAVE SUCCESSFULLY MARKETED WITH OTHER U.S. 

BANKS DOLS 100 MILLION BALANCE NOT SUBSCRIBED BY THEM. 

GOP OFFICIALS FAMILIAR WITH TRANSACTION HAVE 
UNDOUBTEDLY TAKEN FAVORABLE NOTE OF FACT U.S. BANKS 
RAPIDLY SUBSCRIBED THIS CREDIT WHILE EUROPEAN BANKS 
ARE STILL HOLDING BACK ON SUBSCRIPTION TO COMPANION 
CREDIT. WIDER PORTUGUESE PUBLIC WILL HOPEFULLY 
INTERPRET CREDIT AS VOTE OF CONFIDENCE IN NEW 
PORTUGAL BY AMERICAN FINANCIAL COMMUNITY. 
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